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an estate or trust if an individual could not have incurred that cost 
in connection with property not held in an estate or trust. To the 
extent that expenses paid or incurred by an estate or non-grantor 
trust do not meet this standard, they are subject to the 2 percent 
floor of section 67(a). (Neither section 67 nor this rule applies to 
expenses that are excluded under section 67(b) from the definition 
of miscellaneous itemized deductions, or to expenses related to 
a trade or business.) Under the proposed regulations, whether 
costs are subject to the 2 percent floor on miscellaneous itemized 
deductions depends on the type of services provided, rather than 
on taxpayer characterizations or labels for such services. Thus, 
taxpayers may not circumvent the 2 percent floor by “bundling’’ 
investment advisory fees and trustees’ fees into a single fee. The 
regulations provide that, if an estate or non-grantor trust pays a 
single fee that includes both costs that are unique to estates and 
trusts and costs that are not, then the estate or non-grantor trust must 
use a reasonable method to allocate the single fee between the two 
types of costs. The regulations also provide a non-exclusive list of 
services for which the cost is either exempt from or subject to the 2 
percent floor. The  proposed regulations state that the management 
fees above what is charged to individual investors are not subject 
to the 2 percent floor. Note: the regulations are not to be effective 
until they become final. See also William L. Rudkin Testamentary 
Trust v. Comm’r, 552 U.S. 181 (2008), aff’g, 467 F.3d 149 (2d Cir. 
2006), aff’g, 124 T.C. 304 (2005) (investment advice fees were 
subject to Section 67(a) 2 percent limitation); Notice 2011-37, 2011-
1 C.B. 785 (interim guidance on treatment under I.R.C. § 67 of 
investment advisory costs and other costs subject to 2-percent floor 
under I.R.C. § 67(a) that are integrated as part of one commission 
or fee paid to a trustee or executor (“Bundled Fiduciary Fee”) and 
are incurred by a trust other than grantor trust (nongrantor trust) 
or estate). 76 Fed. Reg. 55322 (Sept. 7, 2011).
 GENERATION SKIPPING TRANSFERS. The decedent had 
created a trust which became irrevocable prior to September 25, 
1985. Under the provisions of the trust, the special trustee directed 
the surviving spouse, as managing trustee, to distribute the trust to 
a another trust which was controlled by the special trustee so as 
to better manage the trust business assets. The terms of the new 
trust were the same as the original trust but the beneficiaries had a 
special power of appointment and a power to direct distributions 
to others. The IRS ruled that the transfer to the new trust did not 
subject the trust to GSTT and that the beneficiaries did not have 
a general power of appointment because the beneficiaries could 
not cause special distributions to themselves, their estate or their 
creditors.  Ltr. Rul. 201134017, May 26, 2011.
 The taxpayers, husband and wife, created a trust for themselves, 
their children and their children’s children and made joint gifts to 
the trust. The taxpayers hired an attorney to file Form 709 for the 
gift but the attorney failed to allocate the taxpayers’ GST exemption 
BANKRUPTCy
FEDERAL TAX
 DISCHARGE. The debtor filed for Chapter 7 on April 8, 2011 
and had timely filed the income tax return for 2007 on April 
February 19, 2008. The debtor sought to have the 2007 taxes 
declared dischargeable because the 2007 tax return was filed 
more than three years before the filing of the Chapter 7 petition. 
The court held that the 2007 taxes were nondischargeable under 
Section 523(a)(1)(A), because the tax return for the taxes was due 
on April 15, 2008 which was less than three years before the filing 
of the petition in this case.  In re Loving, 2011-2 U.S. Tax Cas. 
(CCH) ¶ 50,609 (Bankr. S.D. Ala. 2011).
FEDERAL FARM
PROGRAMS
 ORGANIC FOOD. The AMS has issued a notice inviting 
all U.S. states and territories, the District of Columbia, and 
the Commonwealth of Puerto Rico, to submit an Application 
for Federal Assistance (Standard Form 424) and to enter into a 
cooperative agreement with the AMS for the allocation of National 
Organic Certification Cost-Share Funds. Beginning in Fiscal Year 
2008, the AMS allocated $22.0 million for the national organic 
certification cost-share program. These funds will be allocated 
annually through cooperative agreements until exhausted. Funds 
are available to states interested in providing cost-share assistance 
to organic producers and handlers certified under the USDA 
Organic Regulations (7 C.F.R. Part 205). 76 Fed. Reg. 54999 
(Sept. 6, 2011).
 FEDERAL ESTATE
AND GIFT TAXATION
 ADMINISTRATIVE EXPENSES. The IRS has withdrawn 
prior proposed regulations (see 72 Fed. Reg. 41243 (July 27, 
2007) and issued new proposed regulation concerning which estate 
and non-grantor trust administrative expenses are subject to the 2 
percent floor for miscellaneous deductions under I.R.C. § 67(a). 
The proposed regulations provide that costs incurred by estates 
or non-grantor trusts that are unique to an estate or trust are not 
subject to the 2 percent floor. For this purpose, a cost is unique to 
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to that return. The taxpayers sought an extension of time to make 
the allocation of GST exemption to the gift. The IRS granted the 
extension. Ltr. Rul. 201135024, May 25, 2011.
 RETURNS. The IRS has issued a new draft of Form 706, U.S. 
Estate (and Generation-Skipping Transfer) Tax Return. This form 
is to be filed only for decedents dying after December 31, 2009 
and before January 1, 2011. Schedule R and the Instructions 
confirm that GSTs set up in 2010 may have taxable distributions 
and taxable terminations if no allocation of the GST exemption is 
made. If the estate elects the modified carryover basis treatment 
on Form 8939,  use Schedule R of Form 8939 to allocate the 
GST exemption. For deaths after December 31, 2009, and before 
December 17, 2010, the due date for any Form 706 is September 
19, 2011.
 FEDERAL INCOME 
TAXATION
 BUSINESS EXPENSES. The taxpayer worked as a self-
employed general contractor on various properties owned 
by a third party. The taxpayer’s records were destroyed in a 
hurricane  so the IRS determined the taxpayer’s income based 
on industry standards for that tax year. The taxpayer’s testimony 
demonstrated that the taxpayer received more income than the 
amount determined by the IRS after the allowed deductions. The 
court upheld the IRS determinations as to the allowed business 
expenses since the taxpayer had no substantiation of expenses in 
excess of those deductions. Nordeen v. Comm’r, T.C. Summary 
Op. 2011-104.
 The taxpayer was a self-employed, licensed clinical social 
worker and psychotherapist. The taxpayer claimed deductions 
for expenses for travel, insurance, legal and professional services, 
maintenance, cellular telephone, and consultant expenses on 
Schedule C.  The taxpayer claimed that all business records 
were lost in a flood; however, the taxpayer failed to provide any 
other evidence to support the expenses except for receipts for 
office furniture, rent and some office supplies. The court upheld 
the IRS disallowance of the deductions for the expenses for lack 
of substantiation except the expenses for which receipts were 
provided.  Fernandez v. Comm’r, T.C. Memo. 2010-216.
 CAPITAL GAIN. The taxpayers were shareholders of an S 
corporation which sued another corporation for misappropriation 
of trade secrets and sought damages for lost profits, lost 
opportunities, operating losses and expenditures. The parties 
reached a settlement and the taxpayers claimed that the settlement 
proceeds were capital gains and not ordinary income because 
the settlement proceeds were compensation for injury to the 
corporation’s trade secret. The Tax Court held that the proceeds 
were ordinary income because the settlement represented payment 
for lost profits as identified in the lawsuit petition. The appellate 
court affirmed. Freda v. Comm’r, 2011-2 U.S. TAX CAS. (CCH) 
¶ 50,600 (7th Cir. 2011), aff’g, T.C. Memo. 2009-191.
 The taxpayer was a dentist and had incorporated the dental 
practice such that the taxpayer was an employee of the 
corporation. The taxpayer had executed a non-competition 
agreement. The taxpayer sold the practice and allocated a 
portion of the proceeds to goodwill which the taxpayer treated 
as the sale of a capital asset. The court held that the agreement 
not to compete transferred the goodwill of the practice to the 
corporation; therefore, the portion of the proceeds of the sale 
allocated to goodwill created a dividend to the taxpayer taxed 
as dividend income. Howard v. United States, 2011-2 U.S. 
Tax Cas. (CCH) ¶ 50,602 (9th Cir. 2011), aff’g, 2010-2 U.S. 
Tax Cas. (CCH) ¶ 50,542 (D.C. Wash. 2010).
 CHARITABLE ORGANIZATIONS. The IRS has adopted 
as final regulations necessary to implement the redesigned 
Form 990,  Return of Organization Exempt From Income Tax. 
The final regulations make revisions to the regulations under 
I.R.C. §§ 6033 and 6043 to allow for new threshold amounts 
for reporting compensation, to require that compensation be 
reported on a calendar year basis, and to modify the scope of 
organizations subject to information reporting requirements 
upon a substantial contraction. The final regulations also 
eliminate the advance ruling process for new organizations, 
change the public support computation period for organizations 
described in I.R.C. §§ 170(b)(1)(A)(vi) and 509(a)(1) and in 
I.R.C. § 509(a)(2) to five years, consistent with the revised 
Form 990, and clarify that support must be reported using the 
organization’s overall method of accounting. All tax-exempt 
organizations required under I.R.C. § 6033 to file annual 
information returns are affected by the regulations. 76 Fed. 
Reg. 55746 (Sept. 8, 2011).
 CHILD TAX CREDIT. The taxpayer was self-employed as 
a carpenter. The taxpayer was exempt from self-employment tax 
under I.R.C. § 1402(g) and I.R.C. § 3121(b)(8)(B) because the 
carpentering services were performed for a church. The taxpayer 
had an approved Form 4029, Application for Exemption From 
Social Security and Medicare Taxes and Waiver of Benefits, on 
file with the IRS. The taxpayer and spouse claimed dependency 
exemption deductions for dependent children on their federal 
income tax return for the tax years 2007 and 2008. They 
claimed that eight of the children were qualifying children for 
the purposes of the child tax credit and the additional child tax 
credit. The taxpayers claimed an additional child tax credit for 
the tax years 2007 and 2008. The court held that the taxpayers 
were not entitled to a child tax credit for 2007 and 2008 because 
the husband did not have earned income for either year as a 
result of the exemption. Heilman v. Comm’r, T.C. Memo. 
2011-210.
 DEPENDENTS. The taxpayer was the unmarried parent 
of a child subject to a court-ordered shared physical custody 
agreement with the child’s other parent. Under the agreement, 
the other parent had more time with custody of the child than 
the taxpayer during the tax year. Both parents claimed the child 
as a dependent and filed for the child care tax credit and child 
tax credit. The taxpayer also filed using the head of household 
status.  The taxpayer argued that the taxpayer provided more 
than one-half of the support for the child and had more time 
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with the child, if one counted only the waking hours. The Tax 
Court held that the other parent was entitled to the dependent 
deduction, child care tax credit and child tax credit because 
the other parent had physical custody for more of the calender 
year than the taxpayer. The Tax Court noted that the physical 
custody condition of I.R.C. § 152(e)(1) controlled even where 
the other parent provided more than one-half of the support 
for the child. The Tax Court also denied the taxpayer the use 
of the head of household status. The appellate court affirmed 
in a decision designated as not for publication. Knochelmann 
v. Comm’r, 2011-2 U.S. Tax Cas. (CCH) ¶ 50,605 (6th Cir. 
2011), aff’g, T.C. Memo. 2009-297.
 DISASTER LOSSES. On August 22, 2011, the President 
determined that certain areas in Iowa are eligible for assistance 
from the government under the Disaster Relief and Emergency 
Assistance Act (42 U.S.C. § 5121) as a result of flooding which 
began on May 25, 2011. FEMA-1988-DR. On August 18, 
2011, the President determined that certain areas in Louisiana 
are eligible for assistance from the government under the Act 
as a result of flooding which began on April 25, 2011. FEMA-
4015-DR. On August 12, 2011, the President determined that 
certain areas in Missouri are eligible for assistance from the 
government under the Act as a result of flooding which began 
on June 1, 2011. FEMA-4012-DR. On August 12, 2011, the 
President determined that certain areas in Nebraska are eligible 
for assistance from the government under the Act as a result of 
flooding which began on May 24, 2011. FEMA-4013-DR. On 
August 12, 2011, the President determined that certain areas 
in Nebraska are eligible for assistance from the government 
under the Act as a result of severe storms, tornadoes and 
flooding which began on June 19, 2011. FEMA-4014-DR. 
Accordingly, taxpayers in the areas may deduct the losses on 
their 2010 federal income tax returns. See I.R.C. § 165(i).
 EMPLOyEE. The taxpayer was an adjunct professor 
who taught online courses for a university. The university 
treated the taxpayer as an employee and issued a Form W-2, 
listing the compensation as wages and withholding income 
and employment taxes. The taxpayer reported the income on 
Schedule C and claimed deductions for expenses related to 
the teaching. The university informed the taxpayer that the 
decision was based on an IRS ruling about another adjunct 
professor. The court held that the taxpayer was an employee 
and not an independent contractor because the university 
controlled the course subject matter, student enrollment 
and other aspects of the courses taught by the taxpayer. The 
taxpayer was required to report any employment expenses 
as miscellaneous deductions on Schedule A.  Schramm v. 
Comm’r, T.C. Memo. 2011-212. 
 EMPLOyMENT TAXES. Outsourcing payroll duties 
to third-party service providers can streamline business 
operations, but the IRS reminds employers that they are 
ultimately responsible for paying federal tax liabilities. 
The IRS reports that recent prosecutions of individuals and 
companies who - acting under the guise of a payroll service 
provider - have stolen funds intended for payment of employment 
taxes makes it important that employers who outsource payroll 
are aware of the following three tips from the IRS: (1) Employer 
Responsibility. The employer is ultimately responsible for the 
deposit and payment of federal tax liabilities. Even though 
you forward the tax payments to the third party to make the 
tax deposits, you - the employer - are the responsible party. 
If the third party fails to make the federal tax payments, the 
IRS may assess penalties and interest. The employer is liable 
for all taxes, penalties and interest due. The IRS can also hold 
taxpayers personally liable for certain unpaid federal taxes. (2) 
Correspondence. If there are any issues with an account, the 
IRS will send correspondence to the address of record. The IRS 
strongly suggests you do not change the address of record to that 
of the payroll service provider. That could limit your ability to 
stay informed of tax matters involving your business. (3) EFTPS. 
Taxpayers should choose a payroll service provider that uses the 
Electronic Federal Tax Payment System. Taxpayers can register 
on the EFTPS system to get their own PIN to verify the payments. 
Special Edition Tax Tip 2011-05.
 EXPENSE METHOD DEPRECIATION. The taxpayers, 
husband and wife, were employed by an S corporation wholly-
owned by the wife. The husband was an employee of the 
corporation. The corporation purchased an aircraft in 2007 to 
facilitate the corporation’s ability to replace its truck drivers on the 
road. The corporation claimed the cost of the aircraft as an I.R.C. 
§ 179 expense method depreciation deduction, which flowed 
through the S corporation to the taxpayers. The corporation did 
not have a pilot in 2007 because the husband was still taking flying 
lessons and the corporation sold the aircraft before any use was 
made of it by the business. The court held that the aircraft was 
not eligible for expense method depreciation deduction because 
the aircraft was never placed in service in the business.  Douglas 
v. Comm’r, T.C. Memo. 2011-214.
 INNOCENT SPOUSE. The taxpayer and former spouse filed 
a joint return in 2004 when the couple was married. The IRS 
issued a deficiency for the 2004 taxes based on disallowance of 
deductions on Schedule E relating to properties owned solely by 
the taxpayer. The taxpayer appealed that deficiency through the 
Tax Court and eventually signed a decision agreement stipulating 
the deficiency and penalties. The former spouse filed for innocent 
spouse relief which the taxpayer contested. The innocent spouse 
relief was granted. The taxpayer then filed for innocent spouse 
relief. The court held that the taxpayer was barred from relief by 
res judicata because the taxpayer had participated in the former 
spouse’s case and had fully litigated the deficiency. Beach v. 
Comm’r, T.C. Memo. 2011-218.
 INTEREST. The taxpayer received several refund checks from 
the IRS in one tax year for overpayments in prior tax years. Each 
payment had a portion designated as interest on the overpayment. 
The taxpayer did not include the interest portion of the payments 
in gross income. The taxpayer failed to provide any evidence 
that the interest was incorrectly calculated or applied; therefore, 
the court held that the interest on the overpayments was taxable 
income.  Megibow v. Comm’r, T.C. Memo. 2011-211.
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 LIFE INSURANCE. The taxpayers, husband and wife, owned 
a life insurance policy on the wife. The wife borrowed against 
the policy and interest on the loan was added to the policy over 
several years until the amount owed exceeded the cash value 
of the policy. The insurance company cancelled the policy and 
issued From 1099-R, Distributions From Pensions, Annuities, 
Retirement or Profit-Sharing Plans, IRAs, Insurance, Contracts, 
etc. for the amount owed on the policy.  The Tax Court held that 
the taxpayer did not receive discharge of indebtedness income 
because the insurance company used the cash value of the policy 
to offset the loan amount.  Instead, the Tax Court held that the 
taxpayers received income from a life insurance contract to the 
extent the amount received or deemed received exceeded the 
initial investment in the policy. The taxpayer had paid $500,000 
for the policy and the cash value of the policy at termination 
was $1,065,224.11, resulting in $565,224.11 of taxable income. 
On appeal the taxpayers continued to argue that they received 
discharge of indebtedness income which was excludible because 
the taxpayers were insolvent. The appellate court found that the 
taxpayers were solvent such that no exemption applied.  The 
appellate court affirmed the Tax Court’s analysis and holding that 
the taxpayers received taxable income from the receipt of cash 
value, used to pay off the debt, above the amount of investment 
in the policy. The appellate decision is designated as not for 
publication. McGowen v. Comm’r, T.C. Memo. 2009-285.
 PARTNERSHIPS
 ASSESSMENTS. A petition for review has been filed in the 
following case with the U.S. Supreme Court. The taxpayer was 
a partner in a partnership which sold partnership property. The 
partnership overstated the partnership’s basis in the property, 
resulting in an understatement of taxable income from the sale. 
More than three years and less than six years after the filing 
of the tax return for the year of the sale, the IRS filed a final 
partnership administrative adjustment (FPAA) which resulted 
from a reduction of the partnership’s basis in the property sold. 
The taxpayer sought summary judgment because the FPAA was 
filed more than three years after the filing of the return. The IRS 
argued that the six year limitation applied because the return 
understated taxable income. The court held that the six year 
limitation did not apply because the overstatement of basis was 
not an understatement of receipt of income. Burks v. United 
States, petition for review (S. Ct. 8/30/11), 2011-1 U.S. Tax 
Cas. (CCH) ¶ 50,219 (5th Cir. 2011), rev’g, 2008-2 U.S. Tax 
Cas. (CCH) ¶ 50,702 (N. D. Tex. 2008). 
 ELECTION TO ADJUST BASIS. The taxpayer was a limited 
liability company. A portion of the taxpayer was sold to an 
unrelated party, resulting in a termination of the taxpayer under 
I.R.C. § 708(b)(1)(B). The taxpayer inadvertently failed to timely 
file an I.R.C. § 754 election to adjust the basis of partnership 
property for the taxable year of the purchase. The IRS granted 
an extension of time to file an amended return with the election. 
Ltr. Rul. 201135021, May 17, 2011.
 PASSIVE ACTIVITy LOSSES. The taxpayers, husband and 
wife, owned several rental residential properties and claimed 
losses in two tax years. The husband was also employed as a 
harbor pilot but worked only every other week for less than full 
time. The husband spent most of the couple’s time involvement 
in the rental activities but the wife also assisted with renting and 
recordkeeping. The court found that the husband qualified as 
a real estate professional under I.R.C. § 469(c)(7)(B) because 
the husband spent more time on the rental activites than as a 
pilot and worked more than 750 hours in the rental activity. The 
court found that the taxpayers together materially participated 
in the rental activities as to some properties but not as to others, 
based on the number of hours involved in each property. The 
taxpayers had not made the election to treat all the properties as 
a single activity so the court looked at each property for material 
participation purposes. Thus, the court upheld the disallowance 
of the loss deduction for the properties in which the taxpayers 
did not materially participate and allowed the loss deduction for 
the properties in which the taxpayers did materially participate. 
Miller v. Comm’r, T.C. Memo. 2011-219.
 PENSION PLANS. For plans beginning in September 2011 
for purposes of determining the full funding limitation under 
I.R.C. § 412(c)(7), the 30-year Treasury securities annual 
interest rate for this period is 4.23 percent, the corporate bond 
weighted average is 5.91 percent, and the 90 percent to 100 
percent permissible range is 5.32 percent to 5.91 percent.  Notice 
2011-75, I.R.B. 2011-40.
 RETURNS. The IRS has announced it is granting taxpayers 
whose preparers were affected by Hurricane Irene until Sept. 
22 to file returns normally due Sept. 15. The taxpayer’s preparer 
must be located in an area that was under an evacuation order 
or a severe weather warning because of Hurricane Irene, even if 
the preparer is located outside of the federally declared disaster 
areas. This relief, which primarily applies to corporations, 
partnerships and trusts that previously obtained a tax filing 
extension, is available to taxpayers regardless of their location. 
This relief does not apply to any tax payment requirements. 
IR-2011-88.
The IRS has adopted as final regulations regarding the 
imposition of penalties under I.R.C. § 6707A for the failure to 
include on any return or statement any information required to 
be disclosed under I.R.C. § 6011 with respect to a reportable 
transaction. 76 Fed. Reg. 55256 (Sept. 7, 2011).
 TRUSTEES AND CUSTODIANS. Archer medical savings 
accounts established under I.R.C. § 220, health savings accounts 
described in I.R.C. § 223, custodial accounts of retirement plans 
qualified under I.R.C. § 401, custodial accounts described in 
I.R.C. § 403(b)(7), trust or custodial accounts of individual 
retirement accounts established under I.R.C. §§ 408 and 408A 
(Roth IRAs), Coverdell education savings accounts described 
in I.R.C. § 530, and custodial accounts of eligible deferred 
compensation plans described in I.R.C. § 457(b) will not be 
tax-exempt if the trustee or custodian of such accounts is not a 
bank (as defined in I.R.C. § 408(n), and in the case of Archer 
MSAs and health savings accounts, a bank within the meaning 
of I.R.C. § 408(n) or an insurance company within the meaning 
of I.R.C. § 816) or an approved non-bank trustee or custodian. 
The IRS has published an updated list of entities that have been 
approved by the Commissioner, pursuant to Treas. Reg. § 1.408-
2(e) , to serve as a nonbank trustee or custodian. This list updates 
prepare and individuals who prepare federal returns other than 
the Form 1040 series. The IRS will notify those preparers who 
have a testing requirement and provide more details.  Once the 
test is available, preparers who have on-line accounts at www.irs.
gov/ptin can use their accounts to schedule a test time and select 
a Prometric site. IR-2011-89.
FARM ESTATE AND 
BUSINESS PLANNING
by Neil E. Harl
Now also available in eBook format for all 
digital readers, including Kindle, Nook, Android, 
Blackberry and iPad/iPhone 
and a PDF version for computers
 The Agricultural Law Press is honored to publish the 
completely revised and updated 16th Edition of Dr. Neil E. Harl’s 
excellent guide for farmers and ranchers who want to make the 
most of the state and federal income and estate tax laws to assure 
the least expensive and most efficient transfer of their estates 
to their children and heirs.  This book contains detailed advice 
on assuring worry-free retirement years, using wills, trusts, 
insurance and outside investments as estate planning tools, ways 
to save on estate settlement costs, and an approach to setting up 
a plan that will eliminate arguments and friction in the family. 
Federal estate taxation has undergone great changes in recent 
years and this book sorts out these changes for you in a concise 
manner. FEBP also includes discussion of employment taxes, 
formation and advantages of use of business entities, federal 
farm payments, state laws on corporate ownership of farm land, 
federal gift tax law, annuities, installment obligations, charitable 
deductions, all with an eye to the least expensive and most 
efficient transfer of the farm to heirs.
 Written with minimum legal jargon and numerous examples, 
this book is suitable for all levels of people associated with farms 
and ranches, from farm and ranch families to lenders and farm 
managers. Some lawyers and accountants circulate the book to 
clients as an early step in the planning process. We invite you to 
begin your farm and ranch estate and business planning with this 
book and help save your hard-earned assets for your children.
 We also offer an eBook version of Farm Estate and Business 
Planning, for the lower price of $25.00. The digital version is 
designed for use on all eBook readers’ formats. Please specify 
your reader when you order an eBook version.  A PDF version is 
also available for computer use at $25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (eBook or PDF 
version) to Agricultural Law Press, 127 Young Rd., Kelso, WA 
98626. Please include your e-mail address if ordering the eBook 
version and the digital file will be e-mailed to you.
 Credit card purchases can be made by calling Robert at 360-
200-5666 in Kelso, WA.
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and supersedes the list published in Ann. 2007-47, 2007-1 C.B. 
1260. Ann. 2011-59, I.R.B. 2011-37.
IN THE NEWS
 REGISTERED TAX RETURNS PREPARERS.  The 
Internal Revenue Service has released the specifications for the 
competency test individuals must pass to become a Registered 
Tax Return Preparer. Preparers who pass this test, a background 
check and tax compliance check as well as complete 15 hours 
of continuing education annually will have a new designation: 
Registered Tax Return Preparer. The specifications identify 
the major topics that will be covered by the test, which will be 
available starting this fall.  Although individuals who already 
have a provisional preparer tax identification number (PTIN) from 
the IRS do not have to pass the exam until Dec. 31, 2013, they 
may take the exam at any time once it is available.  The test will 
have approximately 120 questions in a combination of multiple 
choice and true or false format.  Questions will be weighted 
and individuals will receive a pass or fail score, with diagnostic 
feedback provided to those who fail. Test vendor Prometric Inc. 
worked with the IRS and the tax preparer community to develop 
the test. The time limit for the test is expected to be between two 
and three hours.  The test must be taken at one of the roughly 
260 Prometric facilities nationwide. To assist in test preparation, 
the following is a list of recommended study materials, although 
the list is not all-encompassing, but only a highlight of what the 
test candidates will need to know.
Publication 17, Your Federal Income Tax
Form 1040, U.S. Individual Income Tax Return
Form 1040 Instructions
Circular 230, Regulations Governing Practice before the Internal 
Revenue Service (rev. 8/2/11)
Publication 334, Tax Guide for Small Business
Publication 970, Tax Benefits for Education 
Publication 1345, Handbook for Authorized IRS e-file 
Providers
Form 6251, Alternative Minimum Tax – Individuals
Form 6251 Instructions
Form 8879, IRS e-File Signature Authorization
Some reference materials will be available to individuals when 
they are taking the test.  Prometric will provide individuals 
with Publication 17, Form 1040 and Form 1040 instructions as 
reference materials. The fee for the test has not been finalized 
but is expected to be between $100 and $125, which is separate 
from the PTIN user fee. Currently there is no limit on the 
number of times preparers can take the test, but they must pay 
the fee each time. Individuals must pass the test only once. 
Only certain individuals who prepare the Form 1040 series are 
required to take the test. Attorneys, Certified Public Accounts and 
Enrolled Agents (EAs) are exempt from testing and continuing 
education because of their more stringent professional testing and 
education requirements. Also exempt are supervised employees 
of attorneys, CPAs, attorneys or EAs who prepare but do not sign 
and are not required to sign the Form 1040 series returns they 
 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from 
one of the country’s foremost authorities on agricultural tax law.
 The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both days, with separate pricing 
for each combination. On the first day, Dr. Harl will speak about farm and ranch income tax. On the second day, Dr. Harl will cover 
farm and ranch estate and business planning. Your registration fee includes written comprehensive annotated seminar materials 
for the days attended and lunch. E-mail robert@agrilawpress.com for a brochure.
   Still room for new registrations:
 September 15-16, 2011, Sioux Falls, SD  Ramkota Hotel, 3200 W. Maple St., Sioux Falls, SD 57107 
ph. 605-336-0650
 The topics include:
 
 The seminar registration fees for current subscribers (and for each one of multiple registrations from the same firm) to the 
Agricultural Law Digest, the Agricultural Law Manual, Farm Estate and Business Planning or Principles of Agricultural Law 
are $225 (one day) and $400 (two days).
 The registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted 
fees by purchasing any one or more publications. See www.agrilawpress.com for online book and CD purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
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Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
Second day
FARM ESTATE AND 
BUSINESS PLANNING
New Legislation 
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Traps in severing joint tenancies
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Generation-skipping transfer tax, including
  later GST consequences for transfers in
  2010
 Taxable estate
 The unified credit and other credits
 Unified estate and gift tax rates
 Basis for deaths in 2010
 Filing Form 8939 and Revised Form 706 
 Federal estate tax liens
Gifts
 Reunification of gift tax and  estate tax
 Gifts of property when debt exceeds basis
Use of the Trust
Multiple Entity Business Planning
The General Partnership
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
The Closely-Held Corporation
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation
Financing, Estate Planning Aspects and
  Dissolution of Corporations
 Corporate stock as a major estate asset
 Dissolution and liquidation
 Reorganization
Social Security
 In-kind wages paid to agricultural labor
First day
FARM INCOME TAX
New Legislation
Reporting Farm Income
 Leasing land to family entity
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Sales of diseased livestock
 Gains and losses from commodity futures
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Farm lease deductions
 Preproductive period expense provisions
 Paying wages in kind
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Sale and gift combined.
Like-Kind Exchanges
 Requirements for like-kind exchanges
     What is “like-kind” for realty
    Partitioning property
